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Dianne R. Nielsen, Director
Division of oil, Gas & uining
3 Triad Center, Suite 350
355 West North Temple
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Re: Geneva Steel , Iron Mountain ltine and
Comstock Mine, Iron County, Utah

Dear Dianne:

Enclosed are the revised versions of the Interim Reclamation
Contract and the accompanying Self Bonding and Indemnity Agreement
with the changes that we discussed. Also enclosed are highlighted
pages that were changed.
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Very truly yours,

J. Parr
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(July 1989)

Mi ne Iron l,lruntain and Comstock Mines

Permit No, M/021/008 and M/021/005

Date l.4arch 21. 1991

Checked Bv

SELF BONDING QUALIFICATION SHEET

Applicant required to meet one of the followlng crlteria:

I Current rating for most recent bond issuance
(trAn or higher) (Moody's Investor Service or
Standard and Poor's Corporati on) Nnnp

2. A. Tangible l{et Uorth = (at least $10 l,lillion}
(Net worth minus intangibles IGoodwi]l and
rights to patents or royaltiesl)

B. Total Li abi I i ti es/Net Horth
(2.5 Limes or Iess) =

000

r -37

C. Current Assets/Current Liabilities
(1.2 Limes or gieaier; = 3.25

Reference: Annual Report - Financial p ages (26-29 ) 1990

or

or

3, A. Fixed assets in the United States
(at leasL $20 nillion) =

8. Total Liabi lities/Net Horth
r.37(2.5 times or less) = _

C. Current Assets/Current Liabilities
(1.2 times or greater) =

Reference: Annual Report - Financial paEes (26-29 ) 1990

Has the operator been in continuous operation of not
years (irmediately preceding the time of application)
annual reports ) ?'YesNoX

less than five (5)
(subnitted f ive

Has the operator furnished financiai statements prepared by an
independent certified public accountant in conformity with generally
accepted accounti ng pri nci pI es?

Yes X No_
Has the oDerator furni shed
conpl eted quarters in the

Yes

unaudi ted financial statements for
current fi scal vear?

Yes- NoX

NoY

Has the operator supplied other useful infornation for determining
fi nanci al Qual i fi cat i ons?

MN80/ 2
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of required levels of accounts receivable and inventory as

collateral under the revolving credit facility (which is currently

the Company's sole source of external financing), the Company

will have available to it up to the full $100 million contemplated

by the revolving credit faciliry until April 15, 1991, at which time

the Company *ill teek to extend or replace such facility' The

Comp"ny beli.ues that alternative credit facilities or an extension

of its existing rcvolving credit facility will be obtainable'

However, [here can be no assurance that the Company will be

able to extend or replace such facility or that funds from available

sources will be sufficient to fund the Company's modernizadon

program, continuing capital maintenance project requirements

and"other cash needs, or that the costs of modernizadon or capital

maintenance will not substantially exceed those currently

anticipated bY thc ComPanY.

Inflation can be expected to have an effect on many of the

Company's operating costs and expenses' Due to worldwide

"ornp",i,i* 
in the stiel industry the Company may not be able

to pass through such increased costs to its customers'

REP|lRI |lf ITIIDEPETIDETII PUBI.IG TGG|lUIlII[NI8

To GENEVA STEEL:

We have audited the accompanying balance sheec of Geneva

Sreel (a Utah corporation) as of August 31, 1990 and 1989' and

the related statements of income, stockholders' equiry and cash

flows for each of the three years in the period ended August 31'

1990. These financial satements are the responsibility of the

Company's management. Our responsibility is to express an

opinion on these financial statements based on our audits'

We conducted our audits in accordance with generally accepted

auditing standards. Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether

ihe financial slatements are free of material misstatement' An

audit includes examining, on a test basis, evidence supporting

the amounts and disclosures in the financial smlements' An audit

also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating

the overall financial statement presentation' We believe that our

audits provide a reasonable basis for our opinion'

In our opinion, the financial statements referred to above present

fairly, in all material respects, the financial position of Gen€va

St""i ,, of August 31, 1990 and 1989, and the results of its

operadons and its cash flows for each of the three years in the

period.nd"d August 31, 1990 in conformity with generally

acceprcd accounting PrinciPles.

/24^"/.4- A'4'-4''' t 4,

Sak Lake Ciry Utah

September 20, 1990

t;.aal ,\tal A,nr/l ll.l'0' | | 2,1,



8ItIIIGE $IITEIS
/Dollan in Thousaads)

IttETt
Current Assets:

Cash and cash equivalenn (Note 2)

Marketable securities (Note 2)

Accounts receivable, less allowance for doubtful accounts of $3,939 and $3,688,
respectivelv (Nores 2 and 3)

Invenrories (Notes 2, 3 and 5)
Prepaid expenses and other (Note 10)

Total current assets

Properry Plant and Equipment (Notes 2 and 5):
Land
Buildings
Ivlachinery and equipment

Less-accumulared depreciation
Net propeny, plant and equipment

Other Assets:

Deferred organization cosrs, less accumulated amoftization of $3,854 and $2,565,
respectivelr'(\ore Z)

Deferred loan costs, less accumulated amoftizarion of $1,093 and $452,
respecrivelv (Notes 2 and 3)

Deferred income tax bene fit (Note 4)
Tocal other assem

$ 63,706 $
7,850

65,194

59,400

2,681

lJ)

68,692

76,099
4,407

198,831 149,353

3,17i 2,467

107,405 56,594

114,303
(17,s14)

62,612
(8,87s)

96.789 53.737

2,562 3,851

3,756 1,892

I.LLO 1.432

7,544 t-ltJ

$303,16.r $2r0,265

utstuTlEs r]{D sr0cxlt0rDrnt
Current Liabilities:

Current maturiries of Iong-term debt (Note 3)
Accounts payable

Accrued liabilities
Accrued payroll and relared taxes

Accrued pension and profit sharing cosrs (Note 8)
Accrued interest pa_vable

Royalty obligation (Nore 5)
Income taxes pavable (Nore 4)

Total currenc liabilities
Long-Term Debt, less current maruriries (Note 3)
Commitments and Contingencies (Note 5)

Stockholders' Equiw (Notes 3, 6 and 7):

Preferred stock, no par vaIue,4,000,000 shares authorized, none issued
Common stock:

Class A-no par value, 60,000,000 shares authorized, 13,954,871 and
13,341,538 shares issued, respectivel_v

Class B-no par value, 50,000,000 shares authorized, 26,655,288 shares
issued and outstanding at Augusr 31, 1990

Retained earnings
Less-1,666,500 shares of Class A common stock held in treasun, ar cosr

Total stockholders' ecuiw

s 42r $ 4,482

21,062 23,004
8,918 6,307

12,279 ll,616
10,087

5,9U
2,0$

13,431

JO/

2,000

396 10,222

6t.127 71,429

I10,588 4A \2q

81,646

t1q67

(21,89s)

67,U7

47,355
(21,89s)

t3't,449 92,507

$303,r64 $210,26s

The accompanying notes to financial statements are an integral part of these balance sheets.

cc*oz sud tanat arnn tw fl



STIIEMEITTS OT IilCOME
( Itt Tloasards, Excqt PerSlan Amounts)

Nct sales (Notes 2 and 9)
Cost of sales

Gross margin
Selling general and administradve expenses

Income from operarions
Other income (expense):

Interest and other income
Interest expcnse

Income before provision for income taxes
Provision for income raxes (Note 4)

Net income

$5r6,966
413,57?

$521,824
399,0r7

$400,226
283,997

r03,394

29,017

r22,807

27,206
t16,229

15,308

74,377 95,601 100,921

3,778
(9,921)

4,482
(6,829)

9sz

ls,92e)
(6 143) (2,3471 (4,e77t

68,234

z6,6tl
93,254

28,213
95,944

4,056

$ 41,623 $ 65,041 $ 9r,888

Pro forma with full tax provision (Unaudited) (Note 2)
Income before provision for income raxes

Pro forma provision for income taxes

Pro forma net income

$ 68,234

26,611

$ 93,2s4

37,127

$ 95,944

1\ 72?

$ 41,623 $ s6,127 $ 60,222

Pro forma net income common share $ 3.18 4.28 $ 4.sl

13,110

The accompanying notes to 6nancial statements are an integral pan of these starements.

CE ea 
'td 
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SIITEMEIT$ 0t 8I0ct{noutEB$', EQUtTy
lDotlar in Tlousaads)

Shares Issued

Balance at September l, 1987

Cash dividends (Note 6)

Distributions to S Corporation
stockholders for incomc raxes
(Note 4)

Net income

Balance at Augusr 31, 1988

Cash dividends (Note 6)

Distributions to S Corporation
stockholders for incomc raxes
(Note 4)

Exercise of warranc to putchase

Class A common srock (Note 7)
Capitalization to Class A common

stock of S Corporarion
undistributed earnings (Nore 6)

Purchase of 1,666,500 shares of
Class A common stock

Net income

Balance at August 31, 1989

Cash dividends (Note 6)
Distributions to S Corporarion

stockholders for income hxes
(Note 4)

Exercise of warrants to purchase

Class A common stock
(Note 7)

Conversion of Class A common
stock into Class B common
stock (Note 6)

Conversion of Class B common
stock into Class A common
stock (Note 6)

Issuance of Class A common
stock, nea of offering costs

Net income
Balance at August 31, 1990

5lJ q,

(1,000)

(28,4s3)

91,888

$ s13
(1,000)

(28,4s3)

91,888

6,732,Nn

6,609,538

513

50r

. 66,033

6?,435
(s,99e)

(8,089)

62,948
(s,999)

(8,089)

501

(66,033)

(21,895) (2r,895)

65,041 65,041

13,341,538 67,0!

2

(13,93s)

568

27,964

1? Olq

(s68)

(3,600)

4t,a

47,355 (21,895) 92,507
(27,047) (27,047)

(3'600)

?8,861

(2,77 8,81 r) 27,7 88,112

113,283 (1,132,824)

3,250,000 27,99
4t,623

13,954,871 26,655,288 $ 81,646 $13,367 $ 58,331 $(21,895) $r3r,,149

'I'he accompanying notes to financial statements are an integral pan of these staremenrs.

G.,a'a St .l An.aI Rqon ItgO g



$TITEMEilT$ 0r Glslt Ft0W8
(Dollan ia Thousards)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by

operadng acdvi!ies:
Depreciation and amortization
Deferred income tax provision (benefit)
(Increase) decrease in current assets-

Accounts receivable
Inventories
Prepaid expenses and other

Increase (decrease) in currenr liabilities-
Accounts payable

Accrued liabiliries
Accrued payroll and related axes
Accrued pension and profir sharing cosrs
Accrued distributions to S Corporation

stockholders for income raxes

Accrued interest payable

Income taxes payable

Net cash provided by operaring acrivities

Cash flows from investing activities:
Purchase of marketable securities
Proceeds from sale of marketable securities
Purchase of properry plant and equipment
Paymenrs for deferred organizarion cosrs

Ner cash used for investing acriviries

The accompanying noces to financial sratements are an integral part of these statemencs.

$ 6s,041

8,766
(r,43?)

(23,364')

(21,4s71

(3,760)

(s,038)

1,358

943

\2,6r',8t
270

(s,826) 10,222

68,510 31,636 72,623

$ 4r,623

10,999

206

3,498
16,699

L,t LO

(1,942)

2,611
663

(3,344)

$ 91,888

4,721

(46,067)
(32,992',,

(s09)

28,042
3,426

8,881

12,488

2,648
97

(9,797)

1,947
(s2,794) (27,716) (11,7;)

(2,609)

$ (60,644) $(27,716) $( 14,31s)

fil a*u st-t tntat Wn tcw



SIITEIIIEIITS OF GISH FI.OWS
(Dollar fu Thovsards)

Cash flows from financing activities:
Proceeds from long-term debt
Paymenm on long-term debt
Paymenm for deferred loan qosrs

Paymenm on royalry obligation
Proceeds from shorr-term borrowrngs
Paymenrs on short-term borrowings

$4s3,224
(393,026)

(z,93sl

tzz,uzl

(3,600)

z

27,964

1,103

$283,877
(2e,427)

(1,810)
(2,48r'.)

(12,000)

(s,999)

(8,089)

501
(21,89s)

(8,s60)

(4,4s2)

78,160
(66,610)

(1,000)

(28,4s3)

331

Cash dividends
Distributions ro S Corporadon stockholders for

income taxes (Note 4)
Proceeds from exercise of warrants to purchase Class A common

stock
Purchase of Class A treasury stock
Proceeds from issuance of Class A common srock, net of offerins

costS

Other

Net cash provided by (used for) financing activities
Net increase (decrease) in cash and cash eouivalents

Cash and cash equivalents ar beginning of year

55,685 (32,326) (30,s84)

bJ,J) I
l)5

(28,406)

28,56r
27,724

E37
Clsh and cash equivalents at end ofyear

Supplemental disclosures of cash fl ow information:
Cash paid during the year for:

Inrerest (net of amount capitalized)
Income taxes (Note 4)

$ s,760
36,?,3t

$ 6,004
19,423

$ s,833
4,056

The accompanying notes to financial sratements are an integral Dart of these statements.

Cr*r.S*t l*-t l*" nn@l
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I 8T0[Y llllt 8ut lllEst

Geneva Steel (the "Company") is an integrated ste el mill which

manufactures a wide range of primary steel products. The Company

was formed in February 1987 for the principal purpose of acquiring

the assets of Geneva Steel Works ("GSW")' a division of United

States Steel Corporadon ("USS"). GSIV had ceased manufacturing

and had been placed on hot idle status for approximately 13 months

prior to in acquisition by the Company. Prior to September 1' 1987,

the Company did not have any manufacturing operations but

incurred organization costs of approximately $3,807 and issued

6,732,000 shares of common stock. AIso, warrants to purchase

common stock were issued (see Note 7).

On August 31, 1982 the Company entered into an Asset Purchase

Agreement (the "Agreement") with USX Corporation ("USX")'

of which USS is a division. The Agreement provided for transfer

of tide to all assets, including raw material inventories' and the

assumption of cerrain liabilities of GSW for a purchase price of

$44,100 payable in cash and long-term obligations' The

acquisition has been accounted for as a purchase with the

purchase price being allocated to the inventories based on their

fair market values and the remainder to properry' plant and

equipment based on their relative fair market values at the date

of acquisition, as determined through an independent appraisal of

the assets of GSW.

On January 16, 1990, the Company' previously known as Basic

Manufacturing and Technologics of Utah, Inc.' changed its name

to Geneva Steel.

2 tutN rnY 0t 8!S lrlGttlr lGG0ulITlllS P0tlcltS

Casl and Casl fuuiaalents

The Compiny's cash management system utilizes a revolving

line-of-credit with a finance company (see Note 3). During

periods when amounts are outsmnding on rhe revolving line-of-

credit, cash receipts are remitted directly to the finance companY

through a lockbox account and, as disbursements are made, the

Company borrows against rhe line-of-credit.

For purposes of the statements ofcash flows, the Company considers

all highly liquid income-earning securities with an initial maturity,

at time of purchase, of ninety days or less to be cash equivalents'

Mafictable Secarities

Marketable securities consist of high grade commercial paper and

government obligations and are stated at the lower of aggregate

cost or market.

Inemtoies

Inventories include costs of material, labor and manufacturing

overhead, Invcntorics are stltcd at tltc lowcr <lf cost (using a

wcighted-averlge mcthrid) or mlrker vlluc.'l'hc composition of

inventorics was as ftlllows:

$ 32,31 8

35,717

8,0(r4

Operating materials consist primarily of production molds'

placforms for the production molds and open hearth charging

boxes. Operating materials are normally consumed within one

year and are accounted for as inventory.

Property, Plant and EqaiPmmt

Property, plant and equipment are stated at cost and depreciated

using the straightJine method over their useful lives as follows:

Buildings

N,lachinery and EquiPment

31.5 years

3-10 years

Interest directly related to the construction or major rebuild of

facilities is capitalized and amortized over th€ life of rhe related

assel Capializ(ion of intercst ceases when the asset is placed in

service. 'l'he Company capitalizcd approximately $2'469, $461 and

$138 of inrerest during the yeani ended August 31, 1990, 1989 and

1988, respectively.

Maintcnancc and rcpairs are chargcd to cxpensc as incurred and

costs of improvcmcnts and belterments arc capitalizcd' Upon

disposal, related costs and lccumularcd dcpreciation arc

rcmoved from rhc accounts a,,ri resulting gains or ltrsses arc

rc0ectcd in incomc,
llaw rn:rtcrials

Soni-linishcd and finislred goods

Opcrlring tnareriaLr

$ 15,(135

3s,77 3

1(tat?

fil iiaau .ert Anrut R4'tr t't'tr)

$ 59,4(X) fi 7(t,0')9



IIoTEs T0 flfiAlt0tlt
(Dollar in Tioasords)

$IATEMENIS -cottiraed

Major spare parts for machinery and equipment are capitalized
and included in machinery and equipment in rhe accompanying

financial statements. Spare parts are depreciated using the
straight-line method over rhe useful lives of the related
machinery and equipment.

Costs incurred in connection rvith the construction or major
rebuild of facilities are capitalized as consruction in progress. No
depreciation is recognized on rhese assets until placed in service.

As of Augusc3l, 1990 and 1989, W,624 and $15,293, respecrivelv

of construction in progress was included in machinery and
equipment in the accompanying 6nancial sraremen$.

Other Assex

Deferred organization costs represenr the cosrs incurred by the

Company prior to September l, 1987 (see Note l) and other direct
costs which approximared $2,609 related ro rhe commencemenr

of operations. These costs are being amortized over 6ve years on a

straight-line basis.

Deferred loan costs represent cosrs incurred in connection with
the processing and obtaining of long-rerm financing. These costs

are being amortized on a straight-line basis over the term of rhe

applicable fi nancing agreemenr.

Rxl.cnae Ruognitiat

Sales are recognized when rhe product is shipped to rhe cusromer.

Sales are reduced by rhe amount of customer claims. fu of Augusr

31, 1990 and 1989, a reserve for unsettled cusromer claims of
$2,501 and $2,704, respectively, was included in allowance for
doubtful accoun!s in the accompanying financial statemenrs.

Incomc Taxes

In December 1987, the Financial Accounting Srandards Board

issued Statement No.96, "Accounting for Income'Ihxes." The
Company adopted the provisions of Starement No. 96 effectrve

Sepre mbcr l, 1987.

Effcctivc January l, l9llll, rhc Crrmpany's srockholdcrs elccrcd frrr

l'-cdcrll and stlte incomc tax purl)oscs ro irrcludc tlrcrr
proporrionatc shilrs ol rhc Oompany's taxablc incornc on elch of
thcir individLrrrl rerurns (ln S (Jorporltion clcction). l,llltctivc
Nove mbcr 9, l913ti, corporlrc wrrr,lnr holdcrs e xcrciscd rhcir
wrrrunts ro prrrchasc corr)r'r)rnl srock ol'rhe (lrilnluny (rcc Nore 7).

'l'lris cvcrtr rcrminitsd rlrc S (lrrrltorlriorr elccrion lrrti rnc
(irrrrpllry lrglin opcrlrcs ls I O (irrlrorrrtion lirr licrlcral lntl rrlrc
irtcornc rlx plrrl)(,scs.

The provision for income taxes for rhe year ended August 31,

1988 is for the period from commencemenr of operations
(September 1, 1987) to December 31, 1987. The provision for

income taxes for the year endcd Augusr 31, 1989 is for the period

from November 10, 1988 through Augusr 31, 1989. These
periods cover the time the Company operated as a C Corporation

for Federal and state income tax purposes (see Nore 4). The
unaudircd pro forma provision for income taxes is included in the

accompanying financial statements ro presenr ner income as if
the S Corporation election had not been made on January 1, 1988

and the Company had operated as a C Corporation for all 12

months ol the years ended August 31, 1989 and 1988. The
provision for income taxes for the year ended August 31, 1990

reflects the Company's historical provision for income raxes and

is nor pro forma.

Net hnnc Pr Common Siare

Nec income per common share is based upon rhe weighted
average number of common and common equivalcnt shares

outstanding during rhe periods presented. Common equivalent

shares consist of warrants and options to purchase common stock

which have a dilutive effect when applying the rreasury stock

method. Class B common stock is included in rhe weighted
average number of common shares oursranding at one share for

every ten shares outstanding as the Class B common stock can be

convened into Class A common srock at this same rare. Also, rhe

Class B common stock is endtled to one-tenrh of the dividends

and other distributions paid to Class A common stockholders
(see Note 6).

In January 1990, the srockholders of the Company aurhorized a

3.3-for-l stock split and the Board of Directors granted options

to purchasc Class A common stock ro management (see Nore

6). Weighted average shares oursranding and all per share

amounts included in the accompanying financial starements

rellect the increased number of shares giving rerroactive effcct
to the stock split.

I?dassifcatiux
(jcrtain rccllssifications have becn madc in thc prior years'

financiirl saatemcnrs ro confrrrm tri thc fiscal 1990 prcscnrarion.

Q'aa,ltd Aataal kl,'t l'tat 3L
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/Dollar in Tlousands)

8 LI|I{E-TEBI IIEBI

of August 3 l,debt as 1990 and 1989 consisred of the following:

Term loan from a finance corporation, paid in full in Ocrcber 1989

Revolving line-of-credit from a finance company, interest payable monthly at 1'5%

above the prime rate (11,5 and 12.0% x ofAugust 31, 1990 and 1989, respectively),

available until April 15, 1991 (see below)

Senior fixed-rate term notes from a group of institutional investors, interest payable

semi-annually at 11.4% pincipal payable in five equal annual installments of$19'000

beginning March 1, 1995, unsecured

subordinated fixed-rate term norc from a finance corporation, inrcrest payable semi-annualty

at l3.OVo, principal payable in 6ve annual installments of$1,500 beginning N{arch 1, 1995

with remaining principal due lvlarch l, 2000, unsecured

Other

Less-current maturities

95,000

15,000

1,009

$18,343

30,985

1,483

1 11,009

(421)

50,811

(4,482)

$110,588 $46,329

YttR f[0l E lu8u8T 31.

1991

t99Z

1993

1994

1995

Thereafter

-

$ 4?1

588

20,500

89,500

$11 1,009

The aggregate amounts of principal maturities of long-term debt

as ofAugust 31, 1990, were as follows:

During the years ended August 31, 1990 and 1989, the Company

rerired certain term loans and the short-term borrowings which

were established when the Company was originally caPimlized.

Deferred loan costs applicable to debt retired were written off by

rhe Company and are included in interest expense in the

accompanying financial statements.

Financial covenan$ contained in the senior and subordinated

fixed-rate term notes above include, among other things' a

limitation on thc amount of dividends and distributions on capital

stock that the Company may pay' a minimum net worth

requiremenc, a limitation on the incurrence of additional

indebtedness unless cerrain financial tests are satisfied, a

limitation on mergers, consolidations and sales of assets, and a

limitation on liens. Based on such covenants, as of August 31,

1990 approximately $43,426 of the Company's retained earnings

balance was restricted from payment of dividcnds- The senior and

subordinarcd tetm notes are redeemable at the option of the

Compuny subject to prepaymcn! prcmiums and will be subjcct r<l

rcdcmption at a premium at the oprion of the holder upon the

occurrcncc of certirin changc; in contol anrl orhcr business

comhinations. 'l'he Company's revolving linc-of-crcdit referred to

above has bccn amcndcd to providc finlncial :rnri change in

contrrrl covcnanti ahJt arc strbstlnrially similar to thosc sct forth

in thc senior fixerJ-tarc terrn notes.

The Company mainmins a $100,000 revolving linc-of-credit from

a finance company (no outsmnding balance at August 31' 1990).

The amount generally available to rhe Company is the lesser of

$100,000 or the sum of 8SVo of eligible accounrs receivable plus

the fesser of 60Vo of eligible inventories or $50,000. The

Company can, at an increased interest rate on the revolving line-

of-credit, borrow up to 75 pcrcent of eligiblc invcntorics. 'l'hc

Company pays to lhc lcndcr a quarterly u ndcr-u tilization ttc
based on an annual nrc of ,25Vo of the averlge unuscd portion of

the available linc-of-crcdic. Also, thc Company prtys to thc lcndcr

an annual {ec ttf ,25% of chc rotal amoun( committcd by thc

lcndcr. 'l'his crcdit lirrc is prrncip.rlly crtllaceralizcd by thc
(iornprny's ;lccounls rcccivirblc and invenrories. As rrf Augrrsr 31,

199(l rhc unuscd prirriott of thc littc-of-crcdir availablc ro rhc

eontpany w;rs $')0,037,

El h',1',',ttnt 
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Effective January I, 1988, the Company's stockholders elected

for Federal and state income tax purposes to include therr
proportionate share of the Companv's raxable income on each

of their individual returns (an S Corporarion election).
Effective November 9, 1988, with the corporare warrant
holders' exercise of warrants to purchase common stock (see

Note 7), the S Corporation election was cerminated and rhe
Company again operates as a C Corporation for Federal and

slate income tax purposes. For the period from January 1, 1988

to November 9, 1988, the period during which rhe Company

operated as an S Corporation, the Company made distributions
to the stockholders of rhe Companv to pay rhe estimared taxes

attributable to the Company's taxable income since the date of
the S Corporarion election. These distributions were made to

an escrow accounr, controlled by an independent rhird parry
during which rime the funds were considered to be owned by

the srcckholders. Once the independent third parry determines

that the tax liabilities of the srockholders related to rhe S

Corporation election have been sarisfied, any excess funds
remaining in the escrow accounr will be remitted to the
Company. Any interest earned on the principal deposited in the

escrow account belongs to thc Company. During the years

ended Augusr 31, 1990, 1989 and 1988, the Company made

distributions to the escrow accounr of $3,600, $8,089 and

$28,453, respectively.

For the years cnded August 31, 1989 and 1988, Federal and

state income taxes were provided for in the accompanying
financial slatements for only the pcriods from November 10,

1988 through August 31, 1989 and from commencement of
operations (September 1, 1987) rhrough December 31, 1987.

These represent the periods during rhose fiscal years rhat the

Company operated as a C Corporarion for Federal and state

income tax purposes. The Company was a C Corporation
during the enrire year ended August 31, 1990. The provision

for income taxes consists of the following:

Current tax provision 
-

Federal

State

Deferred tax provision (benefit) 
-

Fedcral

State

Provision for income uxes

$22,871 $25,471 $3,7u
3,s34 4,174 292

26,405 29,U5 4,056

t79 (r,287t

27 (145)

206 (1,432)

$26,611 $28,2t3 fi,0s6

Deferred income taxes result from temporary differences in the recognition of revenues and expenses for mx and financial reporring
purposes. The components ofthe provision (benefit) for deferred income taxes are as follows:

Thx depreciation in excess of book dcpreciation

lnventory cosrs capitalized for tax and expensed for

books

Accrucd vacation not currcntly dedLrcriltle for tlx
Opcrating mlrerials capitalized filr b<xrks lnd cxpensetl

filr rax

Allowlnce firr doubtful irccounts cxpcnsed f'ur books

but not currcrrrly dcdrrctil>lc firr tlx
Orhcr

$ l,ssl

(6118)

Q64)

Q7)

( 169)

(t97t

903

(r,8|l)
( 1,02s)

3,00rJ

(t,3'16)

(l,t3l)
$0,432t $-5 206

li*ta:;hrl 
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The provision for income raxes as a percenrage of income for rhe periods the Company operated as a C Corporation diffcrs from the

srarurory Federal income tax rate due to the following:

Starucory Federal income tax rate

State income taxes, net of Federal income tax benefic

Elimination of deferred benefit as a result of the S Corporation elecrion

Recognition of defered benefits as a result of the termination

of the S Corporarion election

Other
Effective tax rate

34.0% 34.0V0 34.0Vo

1:ii
(2'0)

1.7 3.3 1.5

39.|Vo 38.6% 44.?Vo

Because of the S Corporation election, deferred income tax

benefits of $500 relating to the Company's operations prior to

January l, 1988, were included in the current provision for income

taxes for the year ended August 31, 1988 since the income eamed

and ar credic generated by the Company from January 1, 1988 to

November 9, 1988 were reported by the stockholders on their
individual income tax returns.

Because of the termination of the S Corporation election, defened

income tax benefin of $1,442 relating to the Company's operations

prior to Novcmber 10, 1988, were included as a reduction of the

provision for income taxes for the year ended August 31, 1989

since the income eamed and tax credits gcnerated susequent ro

Novembcr 9, 1988, have been reponed on the Company's income

til)( return.

E G0t|i IUErrIt ||r0 C0rllll8 fllcl It

Modernization Program

The Company has initiated substantial capital expenditures to

modernize its steelmaking, casting and rolling facilities, thereby

increasing product quality, complying wirh environmental
regulations, reducing cost of certain production processes and

improving customer service. The Board of Directors has approved

these modernization improvements which the Company expeco

to cost approximarely $239 million, including capitalized interest.

During the year ended August 31, 1990, the Company spent

approximately $32 million on the modernization program. The
remaining amount of $207 million is expected to be spent over

the next two fiscal years.

Lcgal tllattm
The company is subject ro various legal matrers, which it The EPA has recently frnalized coke ovcn by-product plant

considers normal for its business acrivities. Managemenr believes regulations. In May 1990, the Company requestcd and was

rhat these matters will nor have a material impacr on the financial granted a waiver of compliance until September 1991 ro design

contlirion ofthc Company. and consnuct the pollution control equipmcnt rcquircd by rhese

rcgulations. Under chese rcgulations, the Company will be

Etruironme tal Marturs rerluired ro install ncw equipmcnt which is prescntly in rhe

Compliance with environme ntal laws lnd rcgulurions is a dcsign smgc.'['he cosr of such cquipment is cstimated to bc $S.tJ

significant f:rctor in rhc Crrmprny's trusincss, 'l'he Company is million and is includcd in thc Company's modernizllion prograrn

srrbjccr to lictleral, statc antl loc..rl cnvironnrcnrll laws and budger. 'l'he llPA hrrs also proprrserJ cokc ovcn cmissi<tns

rcgulltigns conccrning, arnong orhcr things, lir crnissiorrs, rcgul:ttions, which, togerhcr with prrlprrscd lcgislltion lnd
waslcw1l!crdischlrgc,andso|idlttrlhlzlrdorrswaslcdis1lrtrit|,rcgu|lrirtrt*rc|atingtoclcanlir.hazlrdrrtrswlrsrealr
'l'hc Crrrnplnv bclicvcs thlr ir is in cornDlilncc in all rnlrcrial crtttld iDsrcasc environtncnt{l liabilitics and reqrrire thc Clrrnprny

respects with all cunenrly applicable environmental regulations,

except for a revised permit issued by the EPA which became

effccrive December 1, 1989 authorizing discharge of water from

rhe steel mill into Utah Lake. Environmental legislation and

regulations have changed rapidly in recent years and it is likely

rhat rhe Company will be subject to increasingly stringenr

environmental standards in the future. Although the Company

has provided for substantial expenditures in im modernization

program for environmental matrcrs, it is not possible at this time

to predict the amount of capital expenditures that may ultimately

be required to comply with all environmental laws and

resularions.

9E k'nat ,vet iiidl r+ r)w
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and other domestic steel producers to significantly increase

environmental expenditures. In addition to the $62 million
budgeted for the Q-BOP facility, the Company has budgeted a
total of approximately $26 million for environmental capital
improvements in fiscal 1990 through fiscal 1992, which amouni is

included in the Company's capital maintenance and modernizarion

program. The Company will likely be required to make significant

additional expenditures relating ro environmental marters on an

ongoing basis. There can be no assurance that these expendilures,

or other expendicures and penalties resulting from unforeseen

circumstances, adminisrrarive acrions or liabilities relating to

environmental matters, will not have a material adverse effect on

the Company's results ofoperations or financial condirion.

At the time of the Company's acquisition of rhe steel mill, the

Company and USX identified certain hazardous and solid waste

sires and other environmental condidons which existed prior to

the acquisition. USX has agreed to indemnify rhe Company
(subject to the sharing arrangemen$ described below) for any

fines, penalties, costs (including costs of clean-up, required
studies, and reasonable attorney's fees), or other liabilities for
which the Company becomes liable due to any environmental

condition existing on the Company's real property as of the

acquisition date that is determined to be in violation of any

environmental law, is othenvise required by applicable judicial or

administrative action, or is determined ro trigger civil liability.

The Company has provided a similar indemniry (but without any

similar sharing arrangement) to USX for conditions rhat may arise

after the acquisition.

Under the acquisition agreement between rhe two parties, the

Company and USX have agreed to share on an equal basis the first

$20 million of costs incurred by either party to satisfy any

government demand for studies, closure, monitoring, or
remediarion at specified waste sites or facilities or for other claims

under the Comprehensive Environmenral Response,
Compensation and Liability Act or the Resource Conservation and

Recovery Act. The Company is not obligated to contribute more

rhan $10 million for thc clean-up of wastcs generated prior to thc

ac<luisirion. For cxamplc, envirr)nmcntal laws rcquiring evlluation
of undcrground sroragc ranks ar rhe facilirrcs may retluire corrcctivc

action at costs which may bc matcrial and will bc subjcct to thc

indcmnificrrion agrcemcnr. 'fhe Cornluny anricipatcs th:rt clcln-
up of environmcntrl condirions rlrlr existcd prior ro rhc rctluisition
will rcquire sigrrilicant expendirures, and bclievcs rhat thc
Comlxny will fu cnrirlcd tti indcrnnificlri,rn frln [ISX, subjcct ro

thc fi.iregoing sh:rring rrrangoncnts, f'ur rlrese cxgrcndirurcs,

The EPA issued to the Company a revised permit which became

effective December l, 1989 authorizing discharge of warcr from

the steel mill into Utah Lake. Audroriry for administration of the

permit pmgram in Utah has been delegated by the EPA to the

Urah Water Pollution Control Commitree (the 'State
Committec"). The Company is currendy not in compliance with

the limits relating to the discharge of ammonia nitrogen (one of
the effluents regulated by the revised permit). The limits in the

revised permit require installation of water pollurion controls,

including a wasterrr'ater treatment plant. Construction of the

wasrewarer rrearmenr faciliry was completed in seprember 1990

and the faciliry is currently in the stanup phase. The Company

expects the facility to be fully operational in March 1991. The
plant will treat wastewater streams from coke production and

reduce airborne emissions generated by the slag cooling process.

The wastewater stream will then flow into a retention pond

located on approximately 300 acres leased from the State of Utah

under a lease expiring in December 1991, which is a significant

part of the Company's present and proposed water pollution
control facilities.

On May 31, 1990, rhe Company and the Srate Committee
entered into a settlement agreement and consent order wirh
respect to the revised permit discussed above, pursuant to which

the Company agreed to pay the sum of $23 for each month in the

period beginning December 1, 1989 and ending July l, 1991. In
addition, .he Company agreed to pay $l per day for each day

tested (four davs per month) and $2 per month so long as it
continucs to violate the ammonia nitrogen effluent limrt
contained in the revised permit. If, however, the Company is

successful in reducing ammonia nitrogen discharge amounts

below designated levels set forth in the settlement agreement for

any given month, all payments that would orherwise be payable

in such month will be reduced by 50Vo.ln the event the

Company is successful in complying with the ammonia nitrogen

effluent limits contained in the revised permit for any given

month, no payments whatsoever will be required for such month.

The Company believes thar when the facility is operational
(expected in March l99l ), the Company will be in compliance

with rhc rcvised pcrmit.

'I'hc srccl mill is located in a region requirerl by ['-eder:rl law to

rcduce airbornc emissions. Thc Srate of Utah is currcn(ly
dcvckrping air quality rcgul;rtions frrr fine panicuhres rcfcrred to ls

"PMI0." l)ata rclcased by thc Sratc of lltdr and thc Cornpany's

own studics srrggcst rhar rhc srccl mill is a majrir conrrilrutor of
rirbornc linc parricuhre monirorcd nc:rr the [)lant, 'l'he Glnp',rny's

lraa,\t*/ A','al ta'r.'r l'ru El
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modernization program includes installation of the Q-BOP, a coke

oven gas desulfurization facility and other capiml improvements

that the Company expects will subsandally reduce its primary and

secondary emissions of PM l0 over the next rwo years.

It is the Company's practice to dispose of hazardous waste

materials by incineration on site or by incineration or disposal at

qualified recycling and disposal facilities. The Company, like all
gencrators of hazardous waste, has continuing liability for disposal

of hazardous waste materials that are not incinerated, even

though delivered to an off-site facility.

Royalrl Obligation

Pursuant ro the Agreemenr berween fie Company and USX, rhe

Company agreed to pay USX ZVo of the amount by which gross

sales proceeds in any calendar month exceed the cost of debt
service for such month. The payments were subject to a

maximum aggregate amount of $10,000 and were payable within
90 days after monrh-end. The initial liability recorded by the

Company ($8,936), which was accounted for as a component of
the initial purchase price, represented rhe present value of the

$10,000, using a schedule of expected payments discounted at I 1

percent. As ofAugust 31, 1990, the Company had paid this
obligation in full wirh rhe exception of $2,000 which is being

held, with lhe agreemenr of USX, by rhe Company as paft of an

indemnification agreement as discussed above w'hereby USX will
share in the cost of the consffuction of the wastewater treatmenr

facility referred to above.

Purchase Commitments

Effective July 1, 1988, rhe Company entered inro an agreement,

which was subsequently amended on July 1, 1990, to purchase a

minimum of 550,000 tons of medium-volatile metallurgical-grade

coking coal. Beginning July 1, 1990, the Company agreed to pay

forty-seven dollars per ron each conrracr year (July 1 - June 30)

through June 30, 1995. The contract price is adjusted annually

beginning July 1, 1991, based on the change in the average per ton

liedcral royalty paid for coal mined pusuant to the agreement and,

bcginning July 1, 1993, based on dtc change in rhe Producer Pricc

Indcx frr r All Commodiries.

I'l l'f cctivc Scptcmber 27, 1988, tlre Company cnrcrcd into ln
agrccmcnt, which was sutrscqucntly arncntled on June 8, 1990, to
pttrchase l minimurn of approximarcly 207 nrillion r'tlndard cubic

lbct of oxygcn e'Jch nv)r)rh dr an rvcrigc priec of cighc hundrcd

liliccn dollars l)cr milli{)rr cubic ftet.'l'lre contrlet cr<pircs on

April I, l99tl,'l'hc conrrlcr pricc is adjrnrcd scrni-annurlly basai

on the change in the Producer Price Index for Industrial
Commodides ('PPI"), The C,ompany has agreed to pay all sales

and excise taxes levied againsr the supplier.

Effective Scptember 1, 1989, the Company entered into an

agreement to purchase electrical pow€r through January 31, 1999.

The contract specifies that the Company will pay a monthly

demand and back-up faciliries charge based on stated minimum

monthly kilowacs and rate per kilowatt, Thc rate for the demand

charge is adjusted annually based on rhe change in the supplier's

per megawatt fixed uansmission investment. The rate for the

facilities charge will remain constant over the term of the

conrracr. Undcr this contracq the Company is committed to pay

approximately $2,006 in each fiscal year 1991 through 1998 and

approximately $837 in 6scal year 1999.

Effective February 17, 1989, and as amended on November 1,

1989, the Company entercd into a four-year agreement to
purchase a minimum of 420,000 tons of high-volatile
meullurgical-grade coking coal in the first contract year (March 1-

February 28) and 520,000 tons in each subsequent contract year.

The contract specifies that the Company will pay rhirty-six
dollars and thiny-two dollan and fifry cents per ton for the coal in

conrract years one and two, respcctively. A contract price of
thirty-two dollars per ton in years three and four is adjusted

annually based on the changc in rhe Gross National Product

Implicit Price Deflator for All Commodities.

Effective July 12, 1990, the Company entered into an agreement

to purchase lfi)% of the oxygcn, nitrogen and argon produced at a

facility (the 'Oxygen Facility") to be constructed at the
Company's steel mill and operated by an independent paay, The

terms of the con(ract specify that the cost associated with the

consruction and operadon of the Oxygen Facility will be borne

by the independenr pany and that the Company will pay a Base

Monthly Charge ('BMC") of approximately $403 beginning the

date of first delivery of product (estimated ro be September 1991)

and each month thereafter for a period of fifteen years. The BMC

will be adjusted upon completion of the Oxygen Iracility
(estimated to bc August l99l) bascd upon the change in thc l)l)l
and cach Junuary l and July I thcrcaf'ter based upon onc third of
thc changc in the P[)l from rhc datc of complction.

El ftadq.vrt 
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On November 9, 1988, rhe S Corporation election was

terminated. The undiscributed earnings of the S Corporation,

which were approximately $66,033, were capitalized to Class A

common stock as of that date.

Recapitalization of tle Compary

On November 6, 1989, the Company's stockholders approved an

amendment to the Afticles of Incorporation which, among other

things, provided for a new Class B common stock, redesignared

the Company's existing common stock as Class A common stock,

eliminated cumulative voting and added limited righrs to convert

each share of Class A common stock into ten shares of Class B

common stock.

In connection with the exchange of Class A shares for Class B

shares, the Board of Directors declared a special cash dividend of
three dollars and three cen$ per share on the Company's Class A

common srock to the stockholders of record ar the close of business

on November 7, 1989. The stockholders who elected to convert

rheir Class A common stock into Class B common stock did not

receive the special dividend with respect to any shares converted.

The Class B common stock is entitled to one-renth of future
dividends and other distributions paid on the Class A common

stock. The holders of both classes of common stock are entitled to

one vote per share. On November 7, 1989, certain stockholders

converled 2,778,811 shares of Class A common stock into
27,788,112 shares of Class B common stock. Beginning January 1,

1990, ten Class B shares are convertible into one Class A share.

In January 1990, a certain holder of Class B common stock

converted 1,,132,824 shares of Class B common stock into 113,283

shares of Class A common stc.ck.

ln addition, the Board of Directors approved the grant by the

Comprny of certain registration rights to holders of Class A

common srock. J'hesc rights cntitlc thc holders of Class A

common srock, undcr ccrtlin circumstirnccs'lnd srrbjcct to ccrtatn

limitirtions, trr rcr;uirc rcgistration oftheir sharcs.

Stul Sllil
Orr JrnLrrriy 30, 1990, thc srrckholclcrs rtf the Cornplny aurlrorizcd

a 3.3-l'rrr-l srticl< slrlit lirr lrotlt cl:tsscs ttl'cottttttolt rtock,'l hc strlck

split lrrrs bcen rctro:rctivcly rcllccted irt tlrc accornplnying
fintnt-ill stlrerrrents:rrrd in tlrcsc rtotcs rrr linlncill strtcnrortri.

Casl Dir:idnds

In addition to the special cash dividend discussed above, the

Company declared and paid aqgregate cash dividends to its
stockholders, not including cash distributions to S Corporation

stockholders for income taxes, of $5,999 and $1,000 during the

years ended August 31, 1989 and 1988, respectivcly.

Stocl Option Programs

In connection with the settlement of a sockholder dispute, the

Company purchased 660,000 shares of its common stock from the

srockholder for $10,800 and received an additional 330,000 shares

for minimal consideration. The settlement provides that the

330,000 shares must be used in an incentive plan for the

Company's management. On January 26, 1990, the Compan,v's

Board of Directors approved the grani of stock options, and

subsequently the Company entered into stock option agreements

(made effective lanuary 2, 1990) with key employees of the

Companv grancing options to purchase the 330,000 shates of
Class A common stock referred to above at an exercise price of
ten dolfars and ninety-one cents pcr share. On lanuary 2, 1992,

40% of the stock options become exercisable and an additional

20Vo become exercisable each January 2 thereafter through

1995. The stock options remain exercisable unril the earlier of
90 days afrer the emploveet termination of employment or ten

years from the date such stock options were granted.

On August 31, 1990, pursuant to a resolution passed by rhe Board

of Directors on August 1, 1990, the Company amended its stock

opdon agreement with a former officer of the Company. Pursuant

to this amendm€nt, the Company agreed ro vest all of the former

officer's 33,000 options to purchase Class A common stock and

permit rhe former officer ro exercise such options at any time

through the renth anniversary ofthe date the options were granted.

Effective July 20, 1990 the Company's Board of Directors adopted a

Key Employee Plan (the 'Employee Plan"), subject to approval of
the Company\ srockholders within 12 months of such date. The

Employce Plan provides that incentive and nonstatutory stock

options to purchase Class A common stock may be granted from

rimc to time until the Dmpkrycc Plan is terminated by the lloard of

l)ircctors. 'l'he maximum numbcr of shtrcs of Class A crttnmon

srock ftrr which options may bc granted during any ye'tr is lVo of

totll issucd und outsr'lnding sharcs of Class A cornmon stock as

cllcul'ltcd on J'lnulry I of such ycar; providcd, howcver, tirar during

tlrc flrst tcn ycars in wltieh drc linrploycc l)lun is in cflcct, rlrc

Oorlplny Iniy grarrr options for ln addirkrnal onc pcrccnt, (tn il

crrnrrlative blsis, of rhc rorll issucd ltrrl outsranding shlrcs of (ll;rss A

h*a,lt*l Arrtu l ,t'l' la r/gL
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common stock as ofJanuary I ofthe first year. For the firsr ten years

in which the Employee Plan is in effect, no more rhan 750,000

shares of Class A common stock shall be cumulatively available for

issuance ofshares upon exercise ofincentive stock options.

The Employee Plan Commitree (the "Committee") shall
determine the time or times when each incentive or nonstatutory

stock option vests and becomes exercisable; provided no stock

option shall be exercisable within six monrhs of the date of the

grant (except in the event of death or disability), and no incentive

stock option shall be exercisable after rhe expiradon of ren years

from the date of the granr. The exercise price of incentive stock

options to purchase Class A common srock shall be at leasc the farr

marker value of the Class A common stock on rhe date of the

grant. The exercise price of nonstatutory oprions to purchase Class

A common stock is determined by the Committee in its sole

discretion- As of August 31, l9q), no options ro purchase Class A

common stock have been granted under the Employee Plan.

Ini rial Pablic Offering

The Company effected an initial public offering of Class A

common stock on Match ?7, 1990. The Company issued
3,25O000 shares at ten dollars per share and realized ner proceeds

of $27pU, net of issuance costs.

7 80UM0 tT0Ct( Wrnnr rS

In connection with the organizadon of the Company, the Board of
Directors authorized the issuance of warants to purchase Class A

common stock at 7.58 cents per share, which approximates the
per share price paid by the inidal stockholders. Such warrants to
purchase Class A common stock were issued on August 31, 1987

for a nominal fee of two rhousand dollars in connection with the
acquisition of the assets of GSW

During the years ended August 31, 1990 and 1989, warranrs to
purchase 28,861 and 6,609,538 shares of Class A common stock,

respectively, were exercised. The exercise price of 7,58 cents per

share is included in Class A common stock in the accompanying

financial statements. As ofAugust 31, I990, all such warrants have

becn exercised.

8 EuPt0ttt ItrEftI Ptt t

Union Pension Plan

Effecdve September 1, 1987, and as amended and restared January
1, 1990, the Company adopted a qualified nonconrributory defined

conffibution pension plan which provides benefits for all eligible

employees covered by a collecrive bargaining agreemenr. The
Company contributed 3.5% of each panicipant's compensation ro

this plan during the years ended August 31, 1989 and 1988. This
was changed rc 4Vo for fiscal year 1990. Total contributions by rhe

Company for fiscal years 1990, 1989 and 1988 were $3,345, 92,483

and 91,963, respectively. 1'he participanrs vesr in rhese

conrributions over five years. Credir for service wirh USS rs

included in determining rhe vcsring service requiremenr.

Maugcmtnt limphya ,laaings und Pmsfun Plan

Effective Scprcmbcr l, 1987, and as amended and restatcd January
I, 1990, the Company adoptcd a slvings and pension plan which
providcs benefirs fr-ir all cligiblc employees nor covercd by a

collcctivc bargaining agrecment. 'fhis plan is comprised of rwo

qualified pl{ns: (1)r mxnrgernen( enrployec savings 401(k) phn
wirh a cash or defcrred gonrpcn:jlti!,n lrrlngelncnt antl

discrerionary mltching contriburions rrd (?)'J norrcon rribu rory

dclined conrriburion pcnsion plan.

Participans may direct rhe invesrment of funds related to rheir

deferred compensation in this plan. The employee savings plan

provides for discretionary marching conrributions as determined

each plan year by the Companyb Board of Directon. The Board of
Directors elected ro match each panicipamt conrriburions to the

employee savings plan up to 4 percent of their compensation for

fiscal years 1990, 1989 and 1988. The pension plan providcd for

contributions by the Company of 3.5 percent of each participant's

compensation for fiscal years 1989 and 1988. This was changed to

4Vo for frscal year 1990. During fiscal years 1990, 1989 and 1988,

total contributions by the Company were $1,211, $490 and $367,

respcctively. The panicipana vest in the Companyt conrributions

over five years. Participants wirh service prior to January t, 1988 arc

fully vcsred.

lruft ,9laing und lJtnus Progratns

'l'he Company has a profir sharing program for full-timc cligiblc
cmployccs, Participants reccive paymcnts based uporr opcrating

incorne rcduccd lry an amount er;ual ro a portion of thc Cornpany'.s

capiral expcndirurcs. Also, thc lloard of Dircctors approved rhc

paytncnr of mdnJgcmcnr bonrrses during fiscal yelrs 1990, 1.r8.)

and l9tlfl, 'ltual prolit sbarirrg and hrnus paymcnes dccrucd drtr;ng

ig h,,t'a ,lh,l lr,tt4t tt4nt I t t r(,
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(Dollan in Tlotsadds)

the years ended August 31, 190, 1989 and 1988 were approximately

$9,50€' $12,392 and $11,160, respectivel.v.

3 applem cn ta I Evca tiae P lats
The Company maintains insurance and retirement agreements

with certain of the executive officers. Pursuanr ro the insurance

agreemen$, the Company pa]s the annual premiums and receives

cenain policy proceeds upon the death of the executive. Pursuanr

to the retirement agreementst the Company provides for the
paymenr of supplemental benefits to cenain executive officers

upon retirement.

0 tJon cuST0 tn (0ttInlBUTo[) tD NlrRfltlt0iltt $ttIt

During the years ended August 31, 1990, 1989 and 1988, the
Company derived approximately 27, 24 and 30V0, respectively, of
its net sales through one customer, who is a distributor to other

companies. During the year ended August 31, 1989, the Company

derived approximately 16% of its net sales from international

customers with sales to ]apan accounting for approximately 13Vo

ofnet sales. Inrernational sales during the years ended August 31,

199) and 1988 did not exceed l0% of net sales,

l0 nEttlto PtnTY tR rSrGn0[t

Certain stockholders, direcrors and officers of the Company were

formerly members of cerrain law firms which acr as rhe
Company's outside legal counsel. The Company paid such firms

aggregate fees of $1,688 znd $2,917 during the years ended
August 31, 1989 and 1988, respecrively.

In August 1989, the Company purchased 181,500 shares of the

Company's Class A common stock from a director/stockholder
for sixteen dollars and thirry-six cen$ per share, or an aggregare

of $2,970. Further in Augusr 1989, the Company enrered
into an agreement with a company wholly owned by the
director/stockholder to sell the Company's invesrmenr in a wholly
owned subsidiary, which was formed during the year ended
August 31, 1989 and to which the Company contributed $5,000.
The Company's sale of this subsidiary resulted in a loss of
approximately $2,000 and the amount of the Company's investment

in the subsidiary was written down to $3,000 and is included in
prepaid expenses and other cunent assets as ofAugust 31, 1989 in

the accompanying fi nancial statemcnts

In connection with the sale of its subsidiary, the Company
assumed an obligation of the subsidiary to pay rwo brothers of
the director/stockholder annual compensadon of $100 each for

certain consulting services through December 31, 1991.

Accordingly, the Company made payments of $175 to each of the

brothers in the year ended August 31, 1990, which amounts

constituted compensation for calendar year 1989 and the first

three quarters of calendar year 1990.

In connection with the resolution of certain stockholder disputes,

the Company paid approximately $900 of legal fees on behalf of
such stockholders during the year ended August 31, 1989.

1l tErEcrr0 outRTtRtY flilfltctfl. DrIr (unru0|TED)

A summary of quarterly financial information for the years ended August 31, 1989 and 1990 is as follows:

Dollar ia'flotsanls, Exc4tt Per Slare Data

Net sales

Gross margin

l)rrr forma nct incomc

[)ro lrlrmir nct incomc per common slt,lrc

$r30,438
31,220

14,601

$l l r,539

22,756

lO,(t6()

$ 1.09 $ .80

$r37,?97 $142,550

32,*8 36,493

15,169

$ 1.14

15,69r

$ t.27

lblfurs h Tlrousrnrk, llxupt I'tr,llart Datt

Nct sllcs

Cross rnargin

l)nl f'crrnta nct incr)ltc

Pro ftrrrnl nct ingr)rnc Pcr cornrnort slrlro

$r32,203

28,9t2

I I,rl l3

$ 1,01

$rzt,t32
20,u71

7,320

29,168

t2,177

24,443

r0,.ir3

$ .6')

fit33,572 $130,0.s9

$ .61 5 ,87

hr,* v-t nool tt't ar r ut jll
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Revised 2/L/89
RECI,AI,TATION CONTRACT

File Nurnber

Effective Date
.A

'ro6w:./ . _ a\ STATE OF UTAH(La"'^.t' DEPARTMENT oF NATIIRAL REsouRcEs
DMSION OF OIL, GAS AND I.{INING

355 West North Temple
3 Triad Center, Suite 350

Salt Lake City, Utah 84180-1203
(80r_) 538-5340

INTERII,T RECI,AMATION CONTRACT

7,. Dre r'"

---ooooo---
For the purpose of this INTERII{ RECLAUATION CONTRACT the terms below

are defined as follows:
TTNoTICE oF INTENTIoN|f (NOI): (Fite No.) M/O2t/oOs,. l.,l/OzL/OO8,

Yl/O21/OO2 (partial-)
(Mineral Uined) Iron Ore

NMTNE ISCATIONII:
(Narne of Mine) Comstock; Iron Mountain
(Description)

NDISTURBED AREAII:
(Disturbed Acres) Exhibit A
(Lega1 Description) Exhibit A

IIOPERATORII:

(Company or Name) ceneva Stee1
(Address)

(Phone No. )

P.O. Box 2500
Provo, Utah 84603

f80l_) 227-9000

Page L of

CEN\ 086.Yc2



IIOPERATORI S REGISTERED AGENT'I :
(Nane)
(Address)

(Phone No.)

TOPERATORT S OFFICER(S) " :

rsuRETYx.
(Forn of Surety - Exhibit B)

IISURETY COMPANYII:
(Name, Policy or Acct. No.)

'TSURETY AITIOUNTTT:
(Escalated Dollars)

NESCAI,ATION YEARII

rsTATEr.
l|DMSIONT.
l|BOARDT.

EXHIBITS:
IIDISTURBED AREAII:
rsuRETYn.

Page 2 of
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Robert A. Johnson
Vice President and General Counsel
Geneva Steel
10 south ceneva Road
Vineyard, UT 84058
227-9000

;Ioseph A. Cannon - President, CEo
Robert J. Grow - Executive Vice
President. Chief operating officer

SeIf Bondinq Aqreement

See Exhibit B

s1, 180, 500

State of Utah
Division of oil , cas and Minincr
Board of oil , Gas and Minincr

Revision Dates:
A
B
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This Interin Reclamation Contract (herein referred to as
trContracttr) is entered into between Operator and the Board.

I{HEREAS, operator has entered into a Reclamation Contract with the
state of Utah by and through the Division of Oil, cas and I'fining (the
ttDivisiontt) relating to an approved reclamation plan under Notice of
Intention (NOI) File No. M/o2t /Oo8, and has provided surety therefore
approved by the Board of OiI , cas and Mining (the 'rBoardrr) i and

WHEREAS, tlre Division and the Operator desire that NOI U/021/OO8 be
nodified to include nearby snall nining operations of Operatori and

WHEREAS, the Operator has purchased the so-called Comstock Mine
fron CF&I Company, and that rnine is subject to NOI lll,/O21,/OO5 held by
CF&I' and

WHEREAS, the Operator has applied for transfer of NOI U/021/OOS to
Operator, and approval of such transfer reguires that Operator enter
into a reclamation contract with the Division and provide a substitute
surety bond approved by the Boardi and

WHEREAS, the Operator has purchased the so-called UIf Comstock
Plant Area from BHP Utah International, Inc., and that area, together
with other properties heLd by BHP Utah International , Inc., is subject
to NOI vl/OzL/ooz held by BHPr and

I{HEREAS, the Operator has applied for a partial transfer of NOI
VI/OZL/OO2 to Operator, and approval of such transfer require that
Operator enter into a reclanation contract with the Division and
provide a substitute surety bond approved by the Board; and

WHEREAS, the Operator and the Division
M/O2L/OO9. ll/OzL/OOS, and the portion of
Comstock Plant Area (referred to as rrthe

NOI; and

desire to consolidate NOIrs
VL/O2L/OO? covering the Urr
Subject NOIrstr) into a single

Page 3 of

GEN\ 086,ecz



DRIFT
03/14/91

1:35po

WHEREAS, additional technical data must be provided by Operator and
reviewed by the Division in order to finalize the Operator's revised
and consolidated reclamation plan and to deternine with precision the
amount of the surety needed therefori and

WHEREAS, Operator and the Board have agreed that an interim
reclamation contract should be entered into by Operator and the Board
and an interim surety bond be provided by Operator to be effective
until Operatorrs revised and consolidated reclarnation plan is approved
and a final reclamation contract with an accompanying surety bond can
be consunmated.

NOW, THEREFORE, the Board and the Operator agree as follows:

Page

Operator agrees to conduct reclanation of the Disturbed Area
in accordance with the Act and inplementing regulations, the
Subject NOIrs, and the reclamation plans under the Subject
NOIrs as applicable.

Concurrent with the execution hereof, Operator has provided
surety to assure that reclarnation is conducted, in forn and
amount acceptable to the Board, which surety is in the form
the surety attached hereto as Exhibit B and made a part
hereof. The surety shall remain in full force and effect
according to its terms unless nodified by the Board in
writing. If the surety contract expressly provides for
cancellation, then, not less than 30 days, prior to the
expiration date of the surety, the Operator shall provide a

replacement surety in a forn and amount acceptable to the
Board. If the Operator fails to so provide an acceptable
replacement surety, the Division may order the Operator to
cease further roining activities and to begin reclamation of
the site. In addition, if the Operator fails to so provide

4of
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acceptable replacement surety, the Division nay call or draw
upon the fu1l anount of existing surety prior to cancellation
or expiration.

Operator agrees to pay public liabiJ.ity and property danage
claims resulting from rnining as deterrnined by the Board or the
Division, to the extent provided in the Act.

Operator agrees to perforrn aL1 duties and fulfill all
reclamation requirements applicable to the nine as required by

the Act and implementing rules, the Subject NOIrs, and the

reclamation plans under the Subject NOI's as applicabte.

This Contract shall remain in force until superseded by a
definitive Reclamation Contract and an accompanying surety
bond based upon an approved reclamation plan covering the
Disturbed Area to be defined with particularity therein, which
should occur within one year of the date hereof. If the
Operator fails to secure an approved definitive Reclamation
Contract and an accompanying surety covering the disturbed
area within one year after the Effective Date of this
Contract, the Division nay pursue any available renedies,
including, but not lirnited to, an order to cease all
operations at the lron llountain and Comstock Mines and to
initiate and complete final reclarnation at those mines. The
Operatorrs liability under this Contract may be partially
terminated and the amount of the surety adjusted
correspondinqty if the Division certifies that the Operator
has reclained discrete portions of the Disturbed Area in
accordance with the Act and irnplenenting ru1es, the Subject
NOIrs and the reclamation plans, as applicable.

5of
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Operator agrees to indemnify and hold harmless the State,
Board and Division from any claim, denand, liability, cost
charge, suit, or obLigation of rrhatsoever nature arising from
the failure of Operator or Operatorrs agents, and employees,
or contractor to conply with this Contract.

Operator may, at any time, subnit a reguest to the Board to
substitute surety. The Board, in its sole judgment and
discretion, may approve such substitution if tlre substitute
surety meets the requirements of the Act and the inplenenting
rules.

8. This Contract shal-l be governed and construed in accordance
with the laws of the State.

10.

If Operator shall default in the perfornance of the
obligations heretofore, Operator agrees to pay all costs and
expenses, including attorneys fees and costs generated by the
Division and/or the Board in the enforcement of this Contract.

Any breach of the provisions of this Contract by Operator nay,

at the discretion of the Division, result in an order to cease

rnining operations. After opportunity for notice and hearing,

the Division, or Board, as appropriate, nay revoke the Notice

of fntention, order reclarnation, or order forfeiture of the

Surety, or take such other action as is authorized by law.

1.L. In the event of forfeiture of the Surety, Operator shall be
liable for any additional costs in excess of the surety amount
which are required to cornply vith this contract. Any excess
rnonies resulting from forfeiture of the Surety, upon
conpletion of reclamation and conpliance with this Contract,
shall be returned to the rightful clairnant.

9.

Page 6 of
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agreement of the parties
be approved in writing by

By

the parties involved.

13. Each signatory belon represents that her/she is authorized to
execute this Contract on behalf of the named party.

SO AGREED this day of , L9-

APPROVED AS TO FORIT! AND AI-TOUNT OF SURETY:

Chairman, Board of oil , cas and Mining

Page 7 of
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DMSION OF OIL, cAS AND l,[ININc:

Director

STATE OF

) ss:

Date

COUNTY OF

On the
appeared
the sai-d

day of , L9- , personally
before ne, who being by rne duly snorn did say that helshe,

is ttre Director
of the Division of Oi1 , Gas and Mining, Department of Natural
Resources, State of Utah, and he/she duly acknowledged to me that
helshe executed the foregoing document by authority of law on behalf
of the State of Utah.

Notary Public
Residing at:

lly Cornmission Expires:

Page I of
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By

OPERATOR:

Corporate Officer - Position

STATE OF

) ss:

Date

COUNTY OF

On the day of , L9- r personally
appeared before ne
me duly sworn did
is the

who being by
say that helshe, the said

of
instrument was signed
bylaws or a resolution

and duly acknowledged that said
said conpany by authority of its
of directors and said

duly acknowledged to me that said

Notary Public
Residing at:

on behalf of
of its board

company executed the same.

My Connission Expires:

Page 9 of
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EXIITBII A

to
Interirn Reclanation Contract

Geneva Steel

Description of disturbed areas and estinated reclamation
costs. AII acreages are subject to adjustnent after conpletion of
pending surirey.

I. Iron llountain l.Iine Area

A. Areas described in NOM/OZL/OOB

L. Iron llountain
2. Blackhawk Fines Area
3. Mountain Lion

B. Areas not previously covered

1. Burke Pit
(Straddles the section
Iine between Sec. 34 and
Sec. 35, T365, R14W.
Include portions of
SW+NW} of Sec. 35,
and SEINEI Sec. 34.

2. Chesapeak & Excellsior
In wtsEl and SLSLNEI,
Sec. 25, T365, R14w.

3. Tip Top
rn E}NW+, Sec, 25,
T36S, R14W.

II. Comstock I'line Area

12 acres $ 36,000
27 acres I 81,OOO
53 acres $L59,OOO

by NOIrs

A.

B.

1.5 acres I 4r5oo

I acres s24, OOO

3 acres $ 9,Ooo

Area incLuded anong others and described in NOI Y|/O2L/OO2
(BHP-Utah l,[inerals International) .

L. UII constock Plant Area 36 acres $1O8,OOO

Area described in NOI I4/O2L/OO5 (CF&I Company)

L. Comstock Area 253 acres 9759,000
(Original acreage 265.
Twelve acres subsequently
covered by NOI V/O2L/OOB
as item I.A.t above - fron
ilountain l{ine)
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